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CHAPTER II 
Investing Power of the Masses 

IT would be difficult to approximate with any degree of accu- 
racy the investment power of the productive classes in 
any nation. 1 A large portion of the total wealth of this 
nation is in the hands of men and women owning property 
valued at less than ten thousand dollars. If the bonds and 
stocks of our corporations could find among the producing 
classes a ready market at their real worth, the total capitaliza- 
tion could be absorbed without appreciable effort. In other 
words, if confidence in personal securities could be made uni- 
versal, the power of wealth production might be multiplied 
many fold, and the development of the resources of the country, 
agricultural, mining and manufacturing, might go on with greatly 
increased rapidity. Millions — yes, billions— of surplus wealth 
now either hoarded or unwisely consumed might be put to pro- 
ductive use. It is not intended to suggest that confidence in 
all securities could be created or that confidence in securities as 
we know them to-day would be at all justifiable. The statement 
is meant simply to indicate that the potential capital resources 
of America are scarcely tapped under present methods of 
conducting business. 

However large the amount of funds now unused, or invested 
in unproductive assets, they represent but a fractional part of 
the people's power to accumulate capital and thus increase the 
power of wealth production. The amount of cash or quickly 
available assets in the hands of the people represents but a 
small fraction of their purchasing power. The capacity to save 
is far beyond the actual saving accomplished. Stir up the im- 
pulse to acquire something, and make it possible to secure this 

1 By the term " productive classes " is meant that great body of people who earn 
their living by their work, and who receive little income from investments. This dis- 
tinguishes them from the capitalistic classes, whose income is derived largely from 
investments. 
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something through saving, and you strike an absolutely inex- 
haustible mine. You are then capitalizing men's earning power ; 
in other words, you are capitalizing men and women themselves. 
It is like an ever-flowing river fed by perpetual springs and 
snow-capped mountains. No one can estimate closely the ex- 
pansive powers of a nation under such conditions ; he can only 
point out intimations of what could be done by a nation whose 
people had been trained to utilize their earning capacity in 
supporting wealth-producing institutions and in creating new 
ones. 

As an illustration of possibilities actually realized the example 
of France may be cited. The high ideals and scrupulous re- 
spect for business obligations prevailing among French banking 
and fiduciary institutions have fostered the saving power of the 
French people and developed their willingness to accept recom- 
mended investments, thus creating an unlimited mine of wealth 
among the common people. Witness the quickness with which 
the Prussian indemnity of a milliard of francs was paid. Our 
wealthiest railroads and industrial corporations find in French 
financial institutions an ever ready supply of money when 
properties and interest rates are satisfactory. France is a living 
illustration of the results which come from the creation of con- 
fidence between financial and productive classes. The French 
banks are strong only because of their strong appeal to the 
common people. 

Frenchmen of the middle and lower classes are the most sav- 
ing people of the white race. Almost all French merchants and 
manufacturers periodically apply their savings to the purchase 
of securities offered by the banks ; the farmer's first duty, after 
harvesting and selling his crops, is to come to the nearest village 
and invest his earnings in some form of the scrip offered for 
sale by the agent of a Paris banking institution. The man in 
France who does not save and invest a little money is more or 
less of an outcast from his own class. The banks have met this 
situation, or perhaps have largely created it, by establishing 
little agencies in every small center throughout the provinces. 
An interesting illustration of the result has recently come to 
the attention of the writer. A large American trust company 
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succeeded in placing with a French banking concern an issue of 
bonds amounting to about $1 1,000,000 of one of our strongest 
railroads. When these bonds were delivered, the purchasing 
bank issued a scrip, about the size of our dollar bills, of the 
denomination of one hundred francs and multiples thereof. 
The nature of the security was printed in simple terms, on one 
side in French, and on the other in English. Six months later, 
while touring in France, the president of the trust company 
found to his astonishment that in every village where he stopped 
the scrip was on sale, or had been. He discovered that prac- 
tically the whole issue had been absoibed through several hun- 
dred agencies of the Paris bank, and was in the hands of the 
French people. 

What indications are there that a similar readiness to save and 
invest can be developed among Americans? Let us examine 
the existing forms of investment and their utilization. In two 
of them the average American has been thoroughly educated. 
The first is the savings-bank deposit, a temporary provision 
against a future need; the second is the buying of life insur- 
ance, the sacrifice of a part of current income for the protection 
of one's dependents. A third form of investment which has 
been quite thoroughly developed, owing to unusually favorable 
conditions surrounding it, is the purchase of real estate. As 
this is fully treated of elsewhere in this work, it is only referred 
to here. A fourth form of investment is the purchase of per- 
sonal property on the instalment plan. 

The ordinary reader has little comprehension either of the 
enormous growth of instalment houses engaged in selling cloth- 
ing, furniture, books and jewelry, or of the almost universal use 
of this means of purchase by people of small means. It is an 
evolution, a growth which has sprung up under many disad- 
vantages, but has gone on practically uninterrupted increasing 
in magnitude and importance. Many years .ago the character 
of people engaged in the instalment business was not of the best 
and the articles disposed of were tawdry, cheaply constructed 
and high-priced ; a change has come about through the under- 
lying merit of the business itself. Better types of men are 
engaged in the business and better articles are being produced 
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and sold. Prices are coming more nearly to a level with cash 
prices and competition is giving the instalment buyer more 
nearly the worth of his money. In the beginning, only the 
cheapest goods were sold because only the cheapest people 
could be induced to buy. High prices were required because 
of great losses, or the supposed danger of great losses. In- 
creased experience has shown the old ideas to be largely incor- 
rect. The only thing which places instalment business on a 
different basis from cash business is the cost of collection and 
the loss of interest. Theft is a remote liability, and wear and 
tear of articles used is almost always made good before the 
dealer takes back his merchandise, in case he is obliged to do 
so. As the security and profits of the instalment business be- 
come better known, it is being taken up in many directions not 
contemplated before, and it is safe to predict that in a few years 
almost every article not too perishable will be bought by the 
best people on periodical payments, and at a price differing 
from the cash price only by the cost of collecting the instal- 
ments plus the necessary loss of interest. Cost of collections 
should not exceed three or four per cent, and loss of interest 
on the average payment period even less. While it is hard to 
get actual figures of the magnitude of the instalment business, 
the writer estimates that it averages several hundred millions 
per annum in the United States alone. Thousands of families 
make occasional purchases in this way and other thousands use 
the system constantly. The writer has known many heads of 
families who made it an invariable rule to .put a part of their 
surplus to use in this manner; when necessities were provided 
for, they indulged in luxuries. 

Still a fifth indication of investment possibilities is afforded by 
the writer's experience in the sale of real estate. We sell to buy- 
ers of moderate means an average of about five million dollars' 
worth of property a year, mostly on the easiest possible terms, 
utilizing to the full the buyer's willingness to save. While we 
offer such inducements as will attract cash whenever the buyer 
has it, not over five per cent of our business is done on a cash 
basis. This would indicate an unused investment possibility 
perhaps twenty times as great as that at present utilized. There 



No. i] INVESTING POWER OF THE MASSES \ i 

is reason to believe, however, that it is far greater than this ; for 
real estate purchased for homes is bought chiefly by persons 
who are in a position to carry a heavier load than they assume 
in acquiring the land. Perhaps a better way to arrive at a fair 
estimate would be to determine what percentage of income is 
economically available for saving of some sort. Our experience 
indicates that our average purchaser, if he so desires, can apply 
ten to fifteen per cent of his income to other purposes than the 
necessary cost of living. So far as the impulse is stirred, so far 
can this amount be drawn upon. 

The wage-earner deposits his money in the savings bank 
against future need and for the small income offered, as readily 
as he puts it aside for his winter clothing ; he carries life insur- 
ance, for the protection of his family, quite as readily. For 
these two needs we have made provision, but none has been 
made for the gratification of a want that is equally urgent, 
namely, the wage-earner's desire to accumulate profitably for 
himself, to provide for his old age, to receive the benefit of the 
income and the increment in selling value of good securities 
which he sees making his capitalistic neighbor independent of 
hard work. 

The lack of opportunities for the small investor in America 
is the result of our rapid growth in wealth. Those requiring 
capital go to places where it can most easily be secured, that is, 
the great financial centers. Heretofore it has not been neces- 
sary to cultivate the small investor by offering him secure and 
attractive investments, and nothing has yet come into existence 
that gives him such opportunities. 



